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SACRAMENTO UPDATE

Medi-Cal Hospital Financing Waiver

Over the past week, the DSH Task Force, of which the County is a member, has been
in intense technical discussions and negotiations with representatives of the
Schwarzenegger Administration and key legislative staff regarding implementation of
the Medi-Cal hospital financing waiver. These meetings were convened by the
Governor’s office with the purpose of crafting a bill to implement the waiver.

Among the items still under discussion are the mechanics of holding hospitals harmiess,
the allocation of opportunities for funding growth among public and private hospitals, the
treatment of audit disallowances, the appeal rights of hospitals, and the role of the
California Medical Assistance Commission (CMAC), the agency that negotiates Medi-
Cal hospital rates.

In reaction to the Administration’s concept proposal to implement the waiver funding via
a CMAC process, the DSH Task Force has advanced a draft of legislative language that
utilizes a formula driven approach which provides a maximum degree of stable and
predictable Medi-Cal payments over the five year waiver period. Among the key
features of the DSH Task Force approach are that each hospital would be assured their
FY 2004-05 Medi-Cal reimbursement as baseline funding over five years, and growth
would be allocated between public and private hospitals on a 60/40 basis, respectively.

It is unclear at this point whether the Administration will accept the DSH Task Force’s
approach which is summarized in Attachment I. Furthermore, with roughly one week
remaining in the legislative session, it is not clear when the legislation will be introduced
or the identity of the author.

“To Enrich Lives Through Effective And Caring Service”



Each Supervisor
August 30, 2005
Page 2 '

Status of County-Interest Legislation

County-supported and amended SB 658 (Kuehl), which would establish the Coastal
Environmental Motor Vehicle Mitigation Program and authorize the State Coastal
Conservancy (SCC) to collect a fee of up to $6 upon the registration or renewal of every
motor vehicle registered in one of the twenty counties that elects to participate in the
program, with funds to be spent on projects and grants that prevent, reduce, remediate,
or mitigate the adverse environmental effects of motor vehicles and their associated
facilities and infrastructure, passed the Assembly Appropriations Committee with
amendments on August 25, 2005 by a vote 13 to 4, and now proceeds to the
Assembly Floor. The amendments would specify that the SCC shall consult with each
participating county on proposed projects and clarify that the participating county and
SCC shall each undertake a biennial audit of the projects and grants funded by the
program in the participating county or for which that county is responsible.

County-supported SB 1018 (Simitian), which would add officers and employees of
financial institutions, including banks, credit unions, and savings and loans, to those
designated as mandated reporters of financial abuse perpetrated against elderly and
dependent adults, was signed by the Governor on August 29, 2005. A copy of the
Governor’s signature message on SB 1018 is Attachment II.

Other Legislation of County Interest

AB 1234 (Salinas), which would allow counties to compensate appointed members of
commissions for attendance at meetings, conferences or training events, and require
members of a Board-appointed commission, who receive any type of compensation for
expenses incurred in the performance of their official duties, local elected officials, and
designated County employees to receive at least two hours of training in general ethics
principles every two years, passed the Senate on August 29, 2005 by a vote of 32 to 2,
and now proceeds to the Assembly for concurrence with Senate amendments.

A roster containing the status of all bills of County interest is Attachment Il

We will continue to keep you advised.
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EXECUTIVE SUMMARY OF DSH TASK FORCE
HOSPITAL FINANCING WAIVER IMPLEMENTATION LEGISLATION:

Creating a Structure for Predictability, Stability and Equity for
California’s Safety Net Hospitals

Over the past year, the DSH Task Force, representing the state’s public and private
safety net hospitals, has worked to ensure that the Medi-Cal hospital financing Section
1115 waiver provides a stable, predictable and equitable model for hospital financing.
The Task Force continues to have serious concerns about the fiscal and practical
impacts of the waiver and the subsequent Terms & Conditions that govern its
implementation. Fundamental problems with the waiver remain; however,
implementation of the waiver is necessary because it is the only apparatus now
available for safety net hospitals to be paid for the care they provide to Medi-Cal and
uninsured patients. We believe this proposal, which serves as the state implementation
legislation for the federal waiver, represents the best approach within the construct of
the waiver to achieve stability and predictability in safety net hospital funding:

Maximizes Federal Funding within the New Structure
This proposal directs the State to deliver the maximum amount of federal funding
available under the waiver; creates a framework and method for public hospitals
and clinics and the State to certify public expenditures: and creates financing
structures under which public and private safety net hospitals can access and
claim their respective funding.

Establishes Baseline Funding
The legislation establishes the minimum statutory framework to provide baseline
funding for hospitals, retroactively beginning July 1, 2005. Because the waiver
involves an entirely new method of paying DSH and UC hospitals, the current
statutory framework is inapplicable and must be fully revised to allow funds to
flow to safety net hospitals. Consistent with the time period of the waiver,
baseline funding is established for five years. A formula-driven mechanism is
used that establishes minimum funding levels for qualifying hospitals, with the
baseline year set at FY 2004-2005. After the first year of the waiver (FY 2005-
2006), a volume adjustment is incorporated to account for increases or
decreases in utilization. :

Provides for Equitable Stabilization Funding
This model establishes “stabilization funding,” above baseline funding, in
recognition of increasing health care costs, case acuity, and the financial fragility
of safety net hospitals. The proposal maximizes predictability, promotes equity
between public and private hospitals, and allows for “special circumstances” to
be addressed.
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» Due to the methodological and financial uncertainties created by the
waiver and the Terms & Conditions, the legislation specifies a mechanism
for distribution of stabilization funding only for the first two years of the
waiver. The waiver itself front loads available funding and it is unlikely that
stabilization funds will be available after the first two years.

« The stabilization plan allots up to $23.5 million to CMAC for its
discretionary allocation to “distressed hospitals.”

e The remaining stabilization funds will be allocated on a sector percentage
basis, with 60% to public hospitals, 40% to private hospitals, and an as yet
to-be- determined percent to district and other public hospitals.

Uses a Formula-Driven Approach to Distribute Available Funding
A formula-driven approach provides the predictability and stability hospitals need
in order to continue to serve their patients and communities. The waiver is a
completely new system for paying safety net hospitals. Major unknowns about
the waiver remain, creating a high level of uncertainty. To be able to operate
within this new system, the affected hospitals must have an assurance of
minimum funding levels that is predictable and certain.



, Attachment ]

Please click here to return to the previous page.

Press Release

GAAS:386:05
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Governor Schwarzenegger Signs Financial Elder Abuse Reporting Act of 2005
to Protect California's Seniors from Financial Abuse

Governor Arnold Schwarzenegger today signed the Financial Elder Abuse Reporting Act, SB 1018 by Senator Joe
Simitian (D-Palo Alto), to help protect California’s elderly and dependent adults from financial abuse.

1 am committed to ensuring the safety and security of California's growing population of seniors. Our older Californians
have worked hard all their lives and should enjoy the fruits of their labor,” said Governor Schwarzenegger. “This
legistation will both help protect our elderly citizens by keeping thern out of the grasp of unscrupulous people, while also
protecting our tinancial institutions from frivolous lawsuits. | applaud the collaborative effort of the financial institution
industry, law enforcement, senior groups, county welfare directors and tegislators in crafting a workable and results-driven
law to provide greater protection for California's seniors_”

The Elder Abuse Reporting Act will assist in reducing the number of financial abuse incidents against elder and
dependent adults by requiring employees of banks, savings associations and credit unions to be mandated reporters of
suspected financial abuse. The Act requires reporting to be done immediately to either the local adult protective services
department or law enforcement agency and applies up to a $5,000 civil penalty for failure to report. It also extends
immunity from civil liability for making such reports to employees of financial institutions.

In addition to signing this legislation, Governor Schwarzenegger has taken sleps to protect California's seniors by:

e Establishing a task force through Executive Order S-17-04, headed up by the Office of Emergency Services, to
work with other law enforcement and governmental agencies to review existing programs intended to detect,
investigate, prosecute and prevent elder and dependent adult abuse. The Office is required to make
recommendations focused on enhancing coordination among the various taw enforcement and governmental
agencies in the areas of information-sharing, training, and crime prevention, and identify any available private or
federal funding sources to help carry out these recommendations by December 31, 2006.

e Strengthening penalties for misrepresentation of insurance policies that induce a person to take actions that are
not in his or her best interest through signing SB 1273 (Chapter 730, Statutes of 2004 ). This bill addresses the
financial crime in insurance called “twisting and churning,” which often targets senior citizens.

e Increasing criminal penalties for elder and dependent adult abuse through enacting AB 2611 (Chapter 886,
Statutes of 2004).

Back to Top of Page
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